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The South Sea Bubble and Mr. Snell
By C. J. Hasson

“O Companies, Companies, ye Bane of Honesty, and Ruin of
Trade! but the Market of Jobbers, the Harvest of Managers, and
the Tools of Knaves and Traytors!” London Journal, circa
1721.
Samuel Pepys, whose accounting career was discussed in this
magazine some months ago, died in 1703. The South Sea Com
pany was organized eight years later. And nine years after
that, in 1720, England experienced its first great period of stock
speculation. South Sea stock led all the others, and investors in
that company suffered most when the crash came. Millions of
pounds were lost. A parliamentary investigation resulted in the
confiscation of property of many who had acted in bad faith.
Charles Snell, a writing master and accountant, made a special
audit and his report was published. It is interesting because it
is perhaps the oldest English audit report of its kind.
After the bursting of the South Sea Bubble, as the crash was
called, the South Sea Company continued in a modest way for
some hundred and thirty years. Its most famous employee,
perhaps, was Charles Lamb. Beginning in 1791, he worked in
its offices several years. His experiences there formed the basis
for the first of the famous Essays of Elia. In it he tells of the
layers of dust covering the old ledgers and day-books “that seldom
used to be disturbed, save by some curious finger, now and then,
inquisitive to explore the mode of bookkeeping in Queen Anne’s
reign, or, with less hallowed curiosity, seeking to unveil some of
the mysteries of that tremendous hoax, whose extent the petty
peculators of our day look back upon with the same expression of
incredulous admiration and hopeless ambition of rivalry as would
become the puny face of modern conspiracy contemplating the
Titan size of Vaux’s superhuman plot. . . .
“With what reverence have I paced thy great bare rooms and
courts at eventide! They spoke of the past—the shade of some
dead accountant, with visionary pen in ear, would flit by me, stiff
as in life. . . . But thy great dead tomes, which scarce three de
generate clerks of the present day could lift from their enshrining
shelves, with their old fantastic flourishes and decorative rubric
interlacings; their sums in triple columniations, set down with
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formal superfluity of ciphers; with pious sentences at the begin
ning, without which our religious ancestors never ventured to
open a book of business or bill of lading; the costly vellum covers
of some of them almost persuading us that we are got into some
better library, are very agreeable and edifying spectacles. . . .”
Another famous employee was Adam Anderson. He began
work for the company a year after the crash and continued for
forty years. He will be remembered for his monumental work,
An Historical and Chronological Deduction of the Origin of Com
merce from the Earliest Accounts. This labor absorbed most of
his spare time for many years, and was completed a year before
he died. Incidentally, he owned a copy of James Peele’s The
Pathe ways to Perfectness, in th' accomptes of Debitour, and Creditour . . . published in 1569.
In all probability, the South Sea Company was organized pri
marily to convert the large floating debt of the state into a funded
debt. The secondary object was to organize a corporation to de
velop foreign trade. For that reason it was called “The Gover
nor and Company of the merchants of Great Britain, trading to
the South Seas and other parts of America and for Encourage
ment of the fishing.” It was to take over about ten million
pounds sterling of unfunded debt which at the time was worth
around 70 per cent of par. Holders of the unfunded debt
could convert it into South Sea Company stock at par. As the
state would pay the interest on the debt to the company, those
who converted would receive that, together with what profits the
company made by trading. Actual conversions, unpaid interest
and other obligations brought the capital of the company to
£10,000,000. In 1711, trading possibilities with South America
held much promise. Peace with Spain was approaching cer
tainty, and with it the English hoped would come permission to
supply the Americas with slaves.
It was not until the middle of 1713 that Queen Anne was able
to inform the directors of the company that England might now
trade in negroes with South America. Bonds to the extent of
£200,000 were immediately issued to provide working capital.
A setback occurred when it was discovered that the Spanish king
was to receive one fourth of the profits, and that Queen Anne was
to receive a like amount. But in March of the following year the
company accepted the plan and the queen assigned to it her share
in future profits.
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For the next few years the company was active mainly in estab
lishing trading posts and equipping a few ships. Profits were
negligible. Then in 1718 war broke out again between Spain
and England, and all property in Spanish-American ports belong
ing to the South Sea Company was seized. The loss was esti
mated at £200,000. Trading, of course, was ended.
The following year the company proposed to take over the lot
tery loan of 1710. This loan had amounted to £1,500,000 and
was in effect the purchase of an annuity which was to consist of a
series of yearly payments of £135,000 each for a period of 32 years.
In 1719 there were still 23¾ payments to be made. The com
pany proposed that annuitants exchange their annuities for stock
at the rate of eleven and one half years’ purchase of the yearly
payment. The exchange was to be at market, which at the time
of conversion was 114. The state was to receive an additional
loan also, the amount to be based on the percentage of annuities
converted. About two-thirds of the annuitants agreed to the
plan. The stock given them in exchange for their annuities, plus
the stock sold to the public to provide cash to lend the govern
ment, brought the capital of the company to around 11^ millions.
In November of the same year the company proposed that it
take over the entire debt of the state not assigned to other com
panies, which amounted to about £30,000,000. Besides accept
ing only a small rate of interest, it agreed to pay the state
a bonus of £3,000,000. Later this was raised to £7,750,000.
The conversion was to be at market but the increased capitali
zation was to be at par. The excess shares might be sold to
the public.
Before stock was exchanged for government debt, the com
pany sold for cash the surplus stock which would result if and
when debt conversions were made at a premium. The first sale
was made in April, 1720, when £2,000,000 was offered at 300, to
be paid in instalments. A little later, £1,000,000 was offered at
400. Sales in each case ran over the quota, so that a total of
3% millions was sold, which would bring the company 12¾ mil
lions when fully paid.
Although this was contrary to orders from parliament, appar
ently no objections were made. The procedure was necessary
because bribes had to be paid members of parliament who had
sponsored the transfer of the national debt to the South Sea Com
pany. These bribes totaled well over 1¾ millions.
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When offers were made to the public to exchange the irredeem
able and redeemable securities held by them, the price ranged
from 146½ for the first offer to 763. There was an interval of
several months between the first and last offers, and during this
time the stock rose rapidly, at one time reaching 1,050.
As was proven later, the directors were responsible for the rapid
rise. They lent 50 per cent of market when the stock sold at
400; and also made loans on stock for which only part payment
had been received. They sold stock to the public asking for 10
per cent., the balance to be paid, in the case of one issue, over a
period of five years. They circulated rumors of great possible
profits in the south seas and also a rumor that a 60 per cent\
dividend would be paid at Christmas.
Looked at today, knowing most of the facts as we do, it seems
strange that people would have acted so madly. Here was a
company which, until 1720, had never paid over 6 per cent.
It had made a little profit in trading but that source had been cut
off by war. However, we see a complete picture. In 1720, half
was withheld entirely, and the other half was painted in most
gaudy colors.
Besides, a series of uncertain forces, all of which have not been
identified even today, cumulated into producing a psychological
effect on the mass mind which at some future time will no doubt
be recognized as akin to the psychology of the mass mind in 1929.
For it was not only South Sea stock that was purchased blindly.
Hundreds of new ventures appeared, all with capitals of £1,000,000 or more. Par value of many of the shares was £1,000.
Initial payments were as low as one-eighth of one per cent. Most
of the new companies were to make tremendous profits doing un
heard of things. Here are some examples:

“To make deal boards out of saw-dust;
“To grow mulberry trees in Chelsea Park so that silk-worms
might be cultivated;
“To furnish funerals to any part of Great Britain;
“For extracting silver from lead;
“For encouraging the breed of horses in England, and improv
ing of glebe and church lands, and repairing parsonage and vicar
age houses.”
Certainly the last named company was inclusive in its scope.
Smollet, in his History of England writes as follows: “The
nation was so intoxicated with the spirit of adventure, that people
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became a prey to the grossest delusion. An obscure projector,
pretending to have formed a very advantageous scheme, which,
however, he would not explain, published proposals for a subscrip
tion, in which he promised, that in one month the particulars of
his project should be disclosed. In the meantime he declared that
every person paying two guineas should be entitled to a subscrip
tion for one hundred pounds, which would produce that sum yearly.
In one forenoon this adventurer received a thousand of these
subscriptions; and in the evening set out for another kingdom.”
Poor and rich alike talked of little else but the paper profits
they were making, and used every penny to purchase stock. A
contemporary play contains these lines:

"Yet’t is a Farce, and by Stock-jobbers plaid,
Shopkeepers mourn, no Debts are to be paid;
Garters and Lords of Rank won’t pay their Dues;
They can’t be trusted for a Pair of Shoes;
If Dun crys out—my Lord, I shall be broke;
No help, crys he, my money’s all i’ th’ stock;
I’ve scarce enough at this next Bubble-meeting
To pay my Friends, the Brokers, for their Sweating.”

Alexander Pope invested £500 when the price was around 180.
He wrote to a friend:
“The question you ask about the fair ladies’ gains and my own
is not easily answered. There is no gain till the Stock is sold,
which neither theirs nor mine is. So that instead of wallowing in
money, we never wanted more for the uses of life, which is a pretty
general case with most of the adventurers, each having put all
the ready money they had into the Stock, and our estate is an
imaginary one only. ...”
As the market began to tremble before the fall, the directors
made a last effort at stabilization. It was apparent that there
was not enough money in the country to meet instalments as
they came due or to buy the stock as it was thrown on the market.
This shortage was due in part to the great sums taken by the
South Sea Company itself and in part to the sums taken by the
other ventures. Most of these operated without a charter or with
a charter from an old company, often one which did not permit
the new kind of business. The South Sea Company, through its
purchased influence in parliament, asked that these companies be
investigated, and that any without charters, or with inadequate
ones, be prevented from selling stock.
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As parliament began its investigation, many holding stock in
the new companies were afraid that they would lose all, and so
sold. This caused stock prices to fall, which in turn caught the
speculators who had bought on margin. They sold South Sea
stock in order to cover, and this multiplied by many instances
started the crash. It would have happened sooner or later, for
after all it was a speculative frenzy. A bubble is too delicate to
last.
As soon as South Sea stock fell to 600, private bankers sold out,
for that was the highest price at which they had made loans.
The stock fell more rapidly, and limits at which earlier loans were
made were reached. During the course of a single month, from
August 25th to September 28th, the stock fell from 900 to 190.
The crash produced the greatest consternation in England.
Everyone had purchased stock of one company or another, and
almost everyone had lost. Businesses and persons failed whole
sale.
Pope wrote to a friend: “ Most people thought the time would
come, but no man prepared for it: no man considered it would
come like a thief in the night; exactly as it happens in the case of
our birth. Methinks God has punished the avaricious, as he
often punishes sinners in their own way, in the very sin itself; the
thirst of gain was their crime: that thirst continued became their
punishment and ruin. As for those few who have the good for
tune to remain with half of what they imagined they had (among
whom is your humble servant), I would have them sensible of
their felicity and convinced of the truth of old Hesiod’s maxim,
who after half his estate was swallowed up by the directors of
those days, resolved that half to be more than the whole.”
He refers again to his loss in these lines: “The vast inundation
of the South Sea has drowned all, except a few unrighteous men,
contrary to the deluge, and it is some comfort to me I am not one
of those, even in my afflictions.”
Samuel Johnson, in his Lives of the Poets, wrote of John Gay,
author of the Beggar's Opera: “Gay in that disastrous year
[1720] had a present from young Craggs of some South-sea stock,
and once supposed himself to be master of twenty thousand
pounds. His friends persuaded him to sell his share; but he
dreamed of dignity and splendour, and could not bear to obstruct
his own fortune. He was then importuned to sell as much as
would purchase an hundred a year for life, ‘which,’ says Fenton,
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‘will make you sure of a clean shirt and a shoulder of mutton
every day.’ This counsel was rejected: the profit and principal
were lost, and Gay sunk under the calamity so low that his life
became in danger.”
Matthew Prior, also a poet, wrote to Lord Hartley, “. . .
everything was in such confusion, as to the pecuniaries in Change
Alley and South Sea, that I did not know what to say; but the
confusion still remains, and I must be longer silent—I find—if I
stay till I know what to write on that subject: all is floating, all
falling, the directors are cursed, the top adventurers broke, four
goldsmiths walked off, Walpole and Townshend sent for, that
they may settle matters; . . . and every man with a face as long
as Godolphin’s ...”
He also lost, but not a great deal.
Of course, foul play was suspected. Many of the directors of
the South Sea Company had become very wealthy during the
year or two preceding the break and had flaunted their wealth
besides. Grigsby, an accountant for the company, had declared
that his horses would feed on gold.
Public agitation demanded an investigation, which got under
way in December. A secret committee was appointed to investi
gate, and it had power to call for books and papers. It soon pro
duced a story which, despite mutilated and missing records and a
general confusion, caused the confiscation of many estates and the
sending of a few to the Tower.
In the preface to its report, the committee on secrecy declared:
“In the Progress of their Inquiry, your Committee found it at
tended with many Difficulties: In some of the Books produced
before them, false and fictitious Entries were made; in others,
Entries with Blanks; in others, Entries with Rasures and Altera
tions, and in others, Leaves were torn out: They found further,
that some Books had been destroyed, and others taken away, or
secreted; Nevertheless your Committee are enabled to lay some
Matters of Importance before the House for their present consid
eration.”
A chief witness unfortunately escaped to the continent. He
was Mr. Knight, treasurer and accountant for the company.
The committee was able to prove that he and four directors had
paid out as bribes to members of parliament at least £1,259,325.
The method followed in the payment of bribes is interesting.
Sales of company stock to members of parliament and others
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were recorded in a special book. No cash was received and no
stock was delivered. After the stock had reached a higher price
it was sold again in the open market. The difference between the
purchase price and the sales price was paid to the person to be
bribed. It was found that one hundred twenty-two lords and
four hundred and sixty-two members of the house of commons had
subscribed to a total of £3,000,000. Few of these subscriptions
had been bona fide.
One of the most sensational trials resulting from the testimony
submitted by the secret committee was that of Charles Stanhope.
From May to September, 1720, £51,736 had been paid him by
the South Sea Company. Also, £50,000 of stock had been trans
ferred to Turner & Co., a banking firm, in March, 1720. In May
it was paid for by Turner & Co. and in June they began selling it
through brokers. A price of £125,000 was paid for the stock; it
sold for a total of £375,000, leaving a £250,000 profit. This profit
was paid to Stanhope in December, 1720. The name “Stan
hope” had been altered to read “Stangape” on most of the books
of account of Turner & Co., but no change had been made in the
indexes to the several ledgers. Mr. Sawbridge, a partner, ac
knowledged that the name had been altered at his direction after
the house of commons had commenced its investigation.
Charles Stanhope’s defense was faulty as well it might be, but
even so he escaped conviction, the vote being 180 to 177.
The obvious injustice of this caused those who had lost heavily
to be very indignant. A clamor was raised that echoed loudly in
parliament. So loudly did it echo, in fact, that parliament was
unduly severe on the others implicated in the same case. These
were Sir George Caswell, Elias Turner and Jacob Sawbridge, all
of the firm of Turner & Co. Caswell and Sawbridge were also
members of parliament, and Sawbridge was a director of the South
Sea Company. Their estates were confiscated and Caswell was
imprisoned in the Tower.
Turner & Co. apparently retained Charles Snell as accountant
in defense. His report, which was published, is the oldest one of
its kind discovered to date. But even without this distinction
he would still be remembered, for he wrote a bookkeeping text
completely in verse, surely something to set him apart from the
rest of mankind.
Charles Snell was born in 1670. He attended Christ’s hospital,
which was also Charles Lamb’s school, and was later apprenticed
135

The Journal of Accountancy
to a writing-master. In the seventeenth century most writing
masters also taught accounts, and a few got what assignments
they could in the way of public accounting. Most of these were
special investigations.
Besides at least four texts on writing, Charles Snell published
the following on bookkeeping:
The tradesman’s director; or a short and easy method of keeping his books of
accounts. 1697.
An examination for young accomptants. n.d.
Rules for book-keeping, according to the Italian manner now in general use. 1701.
Merchant's accompts, in the true Italian method. 1701.
A guide to book-keepers, according to the Italian. 1709.
Accompts for landed men: or, A plain and easieform which they may observe, in
keeping accompts of their estates. 1710.
Book-keeping, in a method proper to be observed by super-cargoes and factors.
1709.
The merchant’s counting-house, or Waste-book instances. 1718.
The elements of Italian book-keeping, put into verse. n.d.
Book-keeping for landed men, and stewards. n.d.
A short and easy method: after which shop-keepers may state, post, and balance
their books of accompts. Annexed to Arithmetick made easie . . . by John
Ayres. 1718.

Snell’s report is entitled “Observations made upon examining
the Books of Sawbridge and Company [i. e., Turner & Co.].
By Charles Snell, Writing Master and Accomptant in Foster Lane,
London.” There are several references to what he calls fictitious
entries, and considerable pains are taken to show how some of the
entries cancel each other, thereby becoming ineffective. Why
such entries were ever made, however, is not explained. Several
pages are devoted to a proof of the fact that if the same amount
be added to each side of an account, the balance does not change.
Throughout the report the name “Stanhope” is referred to as
such, no mention being made of the alteration to “Stangape.”
An anonymous criticism of Snell’s report appeared in print,
and raised questions which Snell was hard put to answer. His
reply begins: “Charles Snell, Writing Master and Accomptant,
his answer to a paper without a name relating to the examina
tion of the books of Sawbridge and Company [i. e., Turner &
Co.].” But he talked around the points raised and said little.
Otherwise, there is no evidence that Mr. Snell created much of
an impression with his report. He is not mentioned in the house
of commons’ “Journal” although it devotes many pages to an
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analysis of Turner & Co.’s accounts, and testimony from a
number of witnesses.
Charles Snell died in 1733. Massey, in The Origin and Progress
of Letters, published thirty years later, predicted that “his works
will be a lasting memorial of his abilities in his profession.” And
a contemporary wrote:
“Accept, dear shade! what justice makes me do,
And your most curious hand compell’d me to;
Great Velde’s pen, immortaliz’d his name,
And Mat’rot’s stretch’d the blowing cheeks of fame.
Bold Barbedor, in freedom did excel,
But this last worthy was reviv’d in Snell;
And Europe now, strikes to the British hand,
For justness, neatness, freedom, and command;
Yet we’re divided, which in thee to boast,
Whether the penman, or accountant most.”
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